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Letter from the Administrator 

The Bonneville Power Administration has concluded the 2018 Integrated Program Review, a public 

discussion of our costs for the next rate period. Our final projected costs for fiscal years 2020 and 

2021 are $66 million lower per year compared to the FY 2018ɀ2019 rate period. This is a significant 

step toward our cost-management objective to keep program costs at or below the rate of inflation, 

which we committed to in the BPA 2018ɀ2023 Strategic Plan. And in fact, it exceeds the additional 

target we set for this IPR to hold program costs flat in nominal terms.  

While the proposal we released in June met this goal ɂ a challenge that included taking $77 million 

of inflation per year out of our program costs and an additional $3 million reduction compared to 

the FY 2018ɀ2019 rate period ɂ we also acknowledged that keeping costs close to flat may not go 

far enough. And over the summer, we continued to refine our spending proposal. The result is a 

$63 million per year reduction from the initial IPR spending levelsȢ )Î ÔÏÔÁÌȟ ÔÈÅ ÒÅÄÕÃÔÉÏÎÓ ×ÅȭÖÅ 

made this IPR equate to a 4 percent reduction in annual spending compared to the FY 2018ɀ2019 

rate period ɂ a meaningful shift in the cost curve.  

I want to thank our customers, stakeholders and other interested parties who participated in the 

IPR and provided valuable input. Your feedback informed our decision to further reduce capital and 

expense program spending, including in the areas described below.  
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Compared to BP-18 spending levels, Power Services has reduced spending by an average of 

$56 million per year ɂ ÔÈÁÔȭÓ ÁÎ ÁÄÄÉÔÉÏÎÁÌ Αυπ ÍÉÌÌÉÏÎ ÉÎ ÓÁÖings beyond the spending reduction 

we proposed in June. These savings are primarily from the Fish and Wildlife program, which we 

have reduced by $30 million each year in order to manage program costs at or below inflation, 

including offsetting costs associated with additional spill. This approach is consistent with our strategic 

goal to prioritize investments to achieve the greatest biological benefit and focus on projects 

directly linked  to mit igating the impacts of the Federal Columbia River Power System.  

In response to comments, we also continued to work with our partners to reduce spending related 

to the operation of the federal hydropower projects and the Columbia Generating Station nuclear 

plant. Thanks to the ongoing collaboration of the U.S. Army Corps of Engineers, Bureau of Reclamation 

and Energy Northwest, we identified additional savings of $18 million per year.  

Transmission Services has also made significant progress toward cost management, reducing its 

annual spending by $9.5 million compared to BP-18. This is a $12 million per year reduction from 

the spending increase we proposed in June. Through efficiencies and other business improvements, 

we will be able to achieve these savings without sacrificing our commitment to customer service.  

 

 

 

 

 

*Numbers are rounded to nearest million. This may cause deltas to vary slightly. 

Much of the savings ×ÅȭÖÅ ÉÄÅÎÔÉÆÉÅÄ ÉÎ 4ÒÁÎÓÍÉÓÓÉÏÎȭÓ ÅØÐÅÎÓÅ ÌÅÖÅÌÓ are associated with the new 

Supply Chain Cost-Management Initiative. This is an effort we are undertaking to produce 

sustainable cross-agency savings related to supplemental labor, contracting, inventory procurement 

and supplies.  

This effort will produce a total of $40 million in savings over the rate period, with most of those 

savings going toward our capital program. Compared to the initial IPR, we have reduced capital 

spending levels by $15 million per year as a result of the supply chain initiative. This was the most 

significant change in our capital spending program.  

)ȭÄ ÁÌÓÏ ÌÉËÅ ÔÏ ÁÄÄ ÔÈÁÔ ×Å ÊÕÓÔ ÃÏÎÃÌÕÄÅÄ ÔÈÅ ÐÒÏÃÅÓÓ ÔÏ ÄÅÖÅÌÏÐ Á ρπ-year capital financing plan, 

which addresses how we will finance the capital spending outl ined in this IPR. As proposed, we will 

continue to scale up our investment in the hydropower system to $300 million per year by 2023, 

a strategy that will deliver significant value to the system by ensuring it is operating efficiently and 

safely. The capital financing plan outlines a path for BPA to meet these capital needs while still 

meeting the financial health objectives outlined in the strategic plan. 

  

Expense 

Average  
2018-2019 rate 
case spending 

levels  
($ millions) * 

Average 2020-2021 
initial  IPR 

($ millions) * 

Average 2020-2021  
final IPR   

($ millions) * 

Power 1,359 1,354 1,303 
Transmission    499   502  490 
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Balancing costs and other objectives for financial strength  

The final spending levels we are announcing today demonstrate our strengthening cost-management 

discipline and reflect our deep commitment to delivering on the goals of the BPA 2018ɀ2023 

Strategic Plan. We have carefully allocated our limited resources to best ensure our success toward 

these goals, from becoming more competitive and responsive to customer needs, to leveraging and 

enabling industry change through modernized assets and system operations.  

)ÔȭÓ ÉÍÐÏÒÔÁÎÔ ÔÏ ÎÏÔÅȟ ÈÏ×ÅÖÅÒȟ ÔÈÁÔ ÔÈÅÓÅ ÓÐÅÎÄÉÎÇ ÌÅÖÅÌÓ represent just a portion of the costs that 

BPA must recover through rates. !ÄÄÉÔÉÏÎÁÌ ÃÏÓÔÓ ÉÎÃÌÕÄÅ ÉÎÖÅÓÔÍÅÎÔÓ ÔÏ ÓÔÒÅÎÇÔÈÅÎ "0!ȭÓ ÆÉÎÁÎÃÉÁÌ 

health through two financial health policies ɂ the Financial Reserves Policy, which we refined this 

year, and the new Leverage Policy ɂ both of whicÈ ÁÒÅ ÄÅÓÉÇÎÅÄ ÔÏ ÉÍÐÒÏÖÅ "0!ȭÓ ÆÉÎÁÎÃÉÁÌ 

resiliency and support high credit ratings. These policies call for us to take action in the next rate 

period to bolster 0Ï×ÅÒ 3ÅÒÖÉÃÅÓȭ ÆÉÎÁÎÃÉÁÌ reserves and potentially pay down Transmission 

3ÅÒÖÉÃÅÓȭ ÄÅÂÔ ÍÏÒÅ quickly than planned. The rate at which we phase in the Leverage Policy will  be 

decided in the rate case. 

7ÈÉÌÅ ÔÈÅÓÅ ÉÎÖÅÓÔÍÅÎÔÓ ÉÎ "0!ȭÓ ÆÉÎÁÎÃÉÁÌ ÈÅÁÌÔÈ ×ÉÌÌ ÁÄÄ ÔÏ ÏÕÒ ÒÅÖÅÎÕÅ ÒÅÑÕÉÒÅÍÅÎÔȟ ÔÈÅ 

associated rate impact will be largely offset by the reductions we have made through this IPR. You 

ÈÁÖÅ ÍÙ ÃÏÍÍÉÔÍÅÎÔ ÔÈÁÔ ÏÕÒ ÅÆÆÏÒÔÓ ÔÏ ÆÉÎÄ ÓÁÖÉÎÇÓ ÁÎÄ ÅÆÆÉÃÉÅÎÃÉÅÓ ÉÎ ÓÕÐÐÏÒÔ ÏÆ "0!ȭÓ ÃÏÍÐÅtitive  

position are ongoing, as is our promise to continue making spending decisions through the lens 

of our strategic plan.  

Thank you again for your participation in the 2018 Integrated Program Review, and I look forward 

to your continued engagement as we move into the rate case this November. While we still have 

hard work ahead of us, I am pleased to see the progress we arÅ ÍÁËÉÎÇ ÔÏÇÅÔÈÅÒ ÔÏ ÓÕÓÔÁÉÎ "0!ȭÓ 

role as an engine of economic prosperity and environmental sustainability for the Northwest. 

Sincerely,  

 

Elliot E. Mainzer 

Administrator and CEO
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1. INTRODUCTION 

The 2018 Integrated Program Review started in June with the releaÓÅ ÏÆ "0!ȭÓ ÉÎÉÔÉÁÌ ÐÕÂÌÉÃÁÔÉÏÎ 

on spending levels for fiscal years 2020 and 2021, followed by a series of detailed workshops on 

individual program spending levels. The spending levels outlined in this document will be used 

in the BP-20 Rate Case, which covers fiscal years 2020 and 2021. BPA received many thoughtful 

and thorough comments and appreciates the ÒÅÇÉÏÎȭÓ engagement in this process. 

"0!ȭÓ cost-management strategic objective is to hold the sum of program costs, by business line, 

at or below the rate of inflation from rate period to rate period. BPA has exceeded this objective 

by not only absorbing $77 mil lion per year in inflation, but actually reducing spending levels by 

another $66 million per year compared to the FY 2018ɀ2019 rate period (BP-18), demonstrating 

a strong commitment to cost management.  

These final spending levels are significantly lower than what we proposed in June. Based on 

stakeholder feedback ÁÎÄ "0!ȭÓ ÃÏÎÔÉÎÕÅÄ ×ÏÒË ÔÏ identify  additional savings, over the summer we 

further prioritized  our spending to reduce costs and achieve the reductions outlined in this document. 

BPA enacted agency-wide initiatives that further aligned spending with its strategic goals. For 

example, in collaboration with regional partners, BPA continued  to identify  efficiencies in program 

spending and applied historical and forecast analysis to refine initial IPR spending levels. We also 

initiated  the Supply Chain Cost-Management Initiative, through which BPA identified opportunities 

for additional annual savings of $5 million in expense and $15 million in capital within the Chief 

Administrative Office and Transmission cost pools. The following sections discuss these initiatives  

and further detail the cost reductions identified since the release of the initial publication.  

BPA received a significant amount of comments and feedback from customers, stakeholders and 

interested parties regarding "0!ȭÓ planned spending for FY 2020 and 2021. A summary of these 

comments is below and are addressed within the relevant cost pool sections. 

 

Budget Development 

¶ The top-down approach in the 2018 IPR is a step in the right direction. 

¶ BPA should take further steps to control its costs given the upward pressure from other cost 

areas outside of the scope of the IPR. 

 

U.S. Army Corps of Engineers and Bureau of Reclamation  

¶ BPA should continue to work collaboratively with the Corps and Reclamation to improve 

coordination and cost-cutting efforts for operation and maintenance funding needs.  

¶ Despite improvements in the execution of capital projects, there is still a concern around 

continued under-execution. 
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Energy Efficiency  

¶ BPA should restore the energy efficiency spending levels to at least 2019 levels to ensure 

that all cost-effective conservation is acquired. 

 

Grid Modernization  

¶ BPA should establish and formalize a routine process to provide customers with status 

updates. 

¶ Customers would like to see the reasoning and justification that resulted in the 35 percent 

and 65 percent cost allocation between Power and Transmission Services. 

 

Transmission  

¶ More should be done to capture efficiencies in the Transmission organization. 

¶ The Transmission capital program should provide more clarity on prioritization and more 

clear business cases with top-down targets. 
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2. POWER SERVICES 

OVERVIEW 

Power Services reduced planned spending levels from BP-18 by an 

average of $56.5 million per year.  

�‡ Reduced the Fish and Wildlife program expense by $30 million annually 
to offset the cost of additional spill.  

�‡ Reduced O&M expenses at the Corps and Reclamation by a combined 
$14.5 million annually. 

�‡ Reduced O&M expenses at Columbia Generating Station by $3.5 million 
annually. 

 

Power Services is deeply ÃÏÍÍÉÔÔÅÄ ÔÏ "0!ȭÓ strategic plan, including its cost-management 

and competiveness objectives. Initial IPR levels were carefully scrutinized and resulted in initial  

spending levels that were $6 million a year lower than the BP-18 Rate Case, which included 

absorbing nearly $30 million in annual inflation.  For the final IPR, BPA worked diligently across 

the enterprise and with its regional partners to find an additional $50 million a year in planned 

reductions spanning Fish and Wildlife, Corps and Reclamation, Columbia Generating Station, and 

"0!ȭÓ Corporate and Chief Administrative Offices in line with "0!ȭÓ strategic goals. With these 

additional reductions, PowerȭÓ final IPR spending levels average $56 million per year less than the 

BP-18 Rate Case average. 


